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Date

<Name>
<Address>

Dear <name>

Re: Engagement of <name> Y Firm as Auditor to <name of company or entity to be audited>)

Further to discussions of <date>, I am/we are pleased to accept appointment as the auditor to <name of company or entity or entities to be audited>.

I/We will act in your best interests at all times and provide the highest level of professional service. This document sets out the terms and scope of our engagement and replaces previous engagement letters. 

Any additions to this agreement will be by the written agreement of both parties.

Scope

You have requested that I/we audit the financial report of ABC Company which comprises the statement of financial position as at 30 June 20XX and the statement of comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and notes comprising a summary of significant accounting policies and other explanatory information, and the directors’ declaration.  I am/We are pleased to confirm our acceptance and my/our understanding of this audit engagement by means of this letter.  My/Our audit will be conducted with the objective of expressing an opinion on the financial report.

I/We will conduct our audit in accordance with Australian Auditing Standards.  Those standards require that I/we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial report is free from material misstatement.  An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report.  The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial report, whether due to fraud or error.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial report.

Because of the inherent limitations of an audit, together with the inherent limitations of internal control, there is an unavoidable risk that some material misstatements may not be detected, even though the audit is properly planned and performed in accordance with Australian Auditing Standards.

In making my/our risk assessments, I/we consider internal control relevant to the entity’s preparation of the financial report in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  However, I/we will communicate to you in writing concerning any significant deficiencies in internal control relevant to the audit of the financial report that I/we have identified during the audit.

My/Our audit will be conducted on the basis that management [and, where appropriate, those charged with governance] acknowledge and understand that they have responsibility:

(a) For the preparation of the financial report that gives a true and fair view in accordance with the Corporations Act 2001 and Australian Accounting Standards. This includes confirming with  the audit firm  the relevant financial reporting framework chosen by those in charge of governance for the financial report of the entity ;
(b) For such internal control as [management] determines is necessary to enable the preparation of the financial report that is free from material misstatement, whether due to fraud or error; and

(c) To provide me/us with:

(i) Access to all information of which the those in charge of governance of the entity are aware that is relevant to the preparation of the financial report such as records, documentation and other matters;

(ii) Additional information that I/we may request from those in charge of governance of the entity for the purpose of the audit; and

(iii) Unrestricted access to persons within the entity from whom I/we determine it necessary to obtain audit evidence.

As part of the audit process I/we will request from those charged with governance written confirmation concerning representations made in connection with the audit. I/We look forward to full cooperation from your staff during the audit. 
Annual General Meetings (For Audits pursuant to the Corporations Act 2001)

The Corporations Act 2001 provides for shareholders to submit written questions to the auditor before an Annual General Meeting provided they relate to the auditor’s report or the conduct of the audit. To assist me/us in meeting this requirement I/we request you provide to me/us all written questions submitted by shareholders as soon as practicable after receipt and no later than five business days before the Annual General Meeting.

Professional Fees and Payments

The professional fees for services provided will be based on the time and skill required to complete the tasks and will include as an additional item any out of pocket expenses, and statutory charges, unless otherwise agreed.

Professional fees are (subject to notification of any changes):

Myself
$ <amount> per hour

Associate
$ <amount> per hour

Secretarial 
and other staff
$ <amount> per hour

For work undertaken for periods of less than an hour, the rate shall be charged in 6 minute blocks, or part thereof. All professional fees are GST inclusive.

Estimate (optional if set fee only)

Fees are estimates and actual costs may vary due to unforeseen problems, delays, the cooperation of third parties and deficiencies in documentation. If costs are likely to be significantly higher than originally estimated, I/we will provide an additional letter of engagement setting out reasons for any likely increase. 

The estimated fee for the services agreed is $XX, GST inclusive.

Terms of Payment (optional)

Unless otherwise agreed, terms are strictly 14 days from the date of invoice. I/We will provide an itemised account of professional fees, costs and disbursements upon request. 
Disclosure of other fees and commissions (optional)

I/We will disclose any commissions or other fees received as a result of work completed and will fully comply with statutory requirements in relation to the disclosure of such information.

Audit Standards

As an Auditor I am/we are obliged to comply with the statutory requirements of the Corporations Act 2001 and of applicable Accounting and Auditing Standards. These legal duties may not be abrogated.

Quality Review

As a member of the Institute of Public Accountants, as Principal I am subject to periodic Professional Practice Quality Assurance reviews. Unless otherwise advised, you are consenting to your files being part of such a quality review. This review is of our client records and not of you as a client and you have full assurances that complete confidentiality will be maintained throughout.

Standards

You will be provided the highest standard of professional service. If for any reason you feel you have not received the service expected, please in the first instance, contact me/us to discuss.  

Furthermore, as a member of the Institute of Public Accountants in Professional Practice, I am subject to the ethical and professional requirements of the Institute of Public Accountants and its Investigations and Disciplinary processes. These requirements cover issues such as a Code of Ethics, adherence to Accounting and Auditing Standards, requirements to undertake Continued Professional Education and to hold trust money in a Trust Account. Should there be an issue regarding my ethical or business practices, such matters may be referred to the Institute of Public Accountants for investigation.  As a member of the Institute of Public Accountants I am also obliged to hold current Professional Indemnity insurance, and I warrant to you that my insurance cover is in accordance with the Institute of Public Accountants requirements.

 (NSW members only - to be added to paragraph above)

As a member of the Institute of Public Accountants in NSW I am also subject to the Professional Standards Legislation. My liability is capped under a scheme approved by the Professional Standards Legislation.

Privacy Statement

I am/We are bound by the provisions of the Privacy Act to maintain all records securely and in accordance with the provisions of that Act. Any breach of these requirements should be notified to the Privacy Commissioner. However, as noted above under “Quality Review”, your file, unless you specifically forbid it, may be subject to Quality Review.


Audit Independence Statement

I/We confirm that, to the best of our knowledge and belief, I/we currently meet the independence requirements of the Corporations Act 2001 in relation to the audit of the financial report.  In conducting my/our audit of the financial report, should I/we become aware that I/we have contravened the independence requirements of the Corporations Act 2001, I/we shall notify you on a timely basis.  As part of my/our audit process, I/we shall also provide you with a written independence declaration as required by the Corporations Act 2001. 

The Corporations Act 2001 includes specific restrictions on the employment relationships that can exist between the audited entity and its auditors.  To assist us in meeting the independence requirements of the Corporations Act 2001, and to the extent permitted by law and regulation, I/we request you discuss with me/us:
· the provision of services offered to you by [insert firm name] prior to engaging or accepting the service; and

· the prospective employment opportunities of any current or former partner or professional employee of [insert firm name] prior to the commencement of formal employment discussions with the current or former partner or professional employee.

Presentation of the financial report on the internet [Optional]
It is my/our understanding that your company intends to publish a hard copy of the financial report and auditor’s report as well as to electronically present that financial report and auditor’s report on its internet site. Examination of controls over the web site is beyond the scope of the audit and it is the responsibility of those charged with governance to ensure adequate security and controls are in place to ensure adequate security and controls are in place to ensure the integrity of the electronic data presented.

Client Acknowledgement and Confirmation

Please sign and return the attached copy of this letter as confirmation of acceptance of this engagement including your agreement to my/our respective responsibilities. 
Yours faithfully

Signature and detail panel with name and address etc of Principal AUDITOR

Encl. Copies of correspondence to date Acknowledgement and Confirmation

I/We Mr/Mrs (Managing Director/owner), as (directors/manager(s)/owner) of (Name and address of business), hereby acknowledge and accept the terms of this engagement.  I/We also undertake that I/we have the capacity to make this engagement (if on behalf of an entity).

Signed


Print Name


Date


Signed


Print Name


Audit Engagement Letter









